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The formation and evolution of regional division of labor and trade relationship
is an important source of the provincial economic growth. Especially for a big
developing country like China, provincial trade plays an irreplaceable role in
achieving its market scale advantage and promoting a sustainable, autonomous, steady
and healthy development. It’s difficult to collect data due to the lack of agencies such
as the Customs in economic exchanges between provinces, almost all of the countries
in the world couldn't attain comprehensive data about the provincial trade, the same to
our country.
In order to study the provincial trade in a systematic way, the paper uses the
gravity equation to estimate the provincial trade flows of 28 provinces in China from
1993 to 2010 which based on China's provincial macro data. Then the provincial trade
flows are applied to analyze the trade pattern and measure the border effect of China.
From 1993 to 2010, the trade balance pattern of most provinces changed and the ratio
of interprovincial trade to the total domestic trade increased. There were home bias,
adjacent bias and region bias in interprovincial trade, the adjacent bias was between
3.32 and 3.90, the region bias was between 1.72 and 1.99. Each province had a strong
relationship inside its economic region and a obvious orientation outside it. As for the
home bias, it can be measured by the border effect model. Although the border effect
changed in different circumstances, they all presented a declining trend and declined
by about 50%. These findings indicate that the provincial domestic market integrated
step by step. However, there are still some factors to hinder the provincial trade for a
long time. The empirical test shows that local protectionism, international trade and
difference in spending power were all negative to the provincial trade.
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